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with July 1981 to give her the advantage of
the child care dropout. To do this, we reduce
the 4 computation years by 1 child care year
to get 3 computation years. Because the
child care dropout cannot be applied to com-
putation years in which the worker had
earnings, we can drop only one of Ms. M.’s
computation years, i.e., 1976, in addition to
the year 1975 which we dropped in the initial
computation.

(i) Living with means that you and
the child ordinarily live in the same
home and you exercise, or have the
right to exercise, parental control. See
§404.366(c) for a further explanation.

(ii) Substantially throughout any part
of any calendar year means that any pe-
riod you were not living with the child
during a calendar year did not exceed 3
months. If the child was either born or
attained age 3 during the calendar
year, the period of absence in the year
cannot have exceeded the smaller pe-
riod of 3 months, or one-half the time
after the child’s birth or before the
child attained age 3.

(iii) Earnings means wages for serv-
ices rendered and net earnings from
self-employment minus any net loss for
a taxable year. See §404.429 for a fur-
ther explanation.

(f) Your average indexed monthly earn-
ings. After we have indexed your earn-
ings and found your benefit computa-
tion years, we compute your average
indexed monthly earnings by—

(1) Totalling your indexed earnings in
your benefit computation years;

(2) Dividing the total by the number
of months in your benefit computation
years; and

(3) Rounding the quotient to the next
lower whole dollar. if not already a
multiple of $1.

Example: From the example in paragraph
(d) of this section, we see that Ms. A reaches
age 62 in 1979. Her elapsed years are 1951-1978
(28 years). We subtract 5 from her 28 elapsed
years to find that we must use 23 benefit
computation years. This means that we will
use her 23 highest computation base years to
find her average indexed monthly earnings.
We exclude the 5 years 1961-1965 and total her
indexed earnings for the remaining years,
i.e., the benefit computation years (including
her unindexed earnings in 1977 and 1978) and
get $249,381.41. We then divide that amount
by the 276 months in her 23 benefit computa-
tion years and find her average indexed
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monthly earnings to be $903.56, which is

rounded down to $903.

[47 FR 30734, July 15, 1982; 47 FR 35479, Aug.
13, 1982, as amended at 48 FR 11695, Mar. 21,
1983; 51 FR 4482, Feb. 5, 1986; 57 FR 1381, Jan.
14, 1992]

§404.212 Computing your primary in-
surance amount from your average
indexed monthly earnings.

(a) General. We compute your pri-
mary insurance amount under the av-
erage-indexed-monthly-earnings meth-
od by applying a benefit formula to your
average indexed monthly earnings.

(b) Benefit formula. (1) We use the ap-
plicable benefit formula in appendix Il
for the year you reach age 62, become
disabled, or die whichever occurs first.
If you die before age 62, and your sur-
viving spouse or surviving divorced
spouse is first eligible after 1984, we
may compute the primary insurance
amount, for the purpose of paying ben-
efits to your widow(er), as if you had
not died but reached age 62 in the sec-
ond year after the indexing year that
we computed under the provisions of
§404.211(d)(4). We will not use this pri-
mary insurance amount for computing
benefit amounts for your other sur-
vivors or for computing the maximum
family benefits payable on your earn-
ings record. Further, we will only use
this primary insurance amount if it re-
sults in a higher widow(er)’s benefit
than would result if we did not use this
special computation.

(2) The dollar amounts in the benefit
formula are automatically increased
each year for persons who attain age
62, or who become disabled or die be-
fore age 62 in that year, by the same
percentage as the increase in the aver-
age of the total wages (see appendix I).

(3) We will publish benefit formulas
for years after 1979 in the FEDERAL
REGISTER at the same time we publish
the average of the total wage figures.
We begin to use a new benefit formula
as soon as it is applicable, even before
we periodically update appendix Il.

(4) We may use a modified formula,
as explained in §404.213, if you are enti-
tled to a pension based on your em-
ployment which was not covered by So-
cial Security.

(c) Computing your primary insurance
amount from the benefit formula. We
compute your primary insurance
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amount by applying the benefit for-
mula to your average indexed monthly
earnings and adding the results for
each step of the formula. For computa-
tions using the benefit formulas in ef-
fect for 1979 through 1982, we round the
total amount to the next higher mul-
tiple of $0.10 if it is not a multiple of
$0.10 and for computations using the
benefit formulas effective for 1983 and
later years, we round to the next lower
multiple of $0.10. (See paragraph (e) of
this section for a discussion of the min-
imum primary insurance amount.)

(d) Adjustment of your primary insur-
ance amount when entitlement to benefits
occurs in a year after attainment of age
62, disability or death. If you (or your
survivors) do not become entitled to
benefits in the same year you reach age
62, become disabled, or die before age
62, we compute your primary insurance

amount by—

(1) Computing your average indexed
monthly earnings as described in
§404.211;

(2) Applying to your average indexed
monthly earnings the benefit formula
for the year in which you reach age 62,
or become disabled or die before age 62;
and

(3) Applying to the primary insur-
ance amount all automatic cost-of-liv-
ing and ad hoc increases in primary in-
surance amounts that have gone into
effect in or after the year you reached
age 62, became disabled, or died before
age 62. (See §404.277 for special rules on
minimum benefits, and appendix VI for
a table of percentage increases in pri-
mary insurance amounts since Decem-
ber 1978. Increases in primary insur-
ance amounts are published in the FED-
ERAL REGISTER and we periodically up-
date appendix V1.)

(e) Minimum primary  insurance
amount. If you were eligible for bene-
fits, or died without having been eligi-
ble, before 1982, your primary insur-
ance amount computed under this
method cannot be less than $122. This
minimum benefit provision has been
repealed effective with January 1982 for
most workers and their families where
the worker initially becomes eligible
for benefits in that or a later month, or
dies in January 1982 or a later month
without having been eligible before
January 1982. For members of a reli-
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gious order who are required to take a
vow of poverty, as explained in 20 CFR
404.1024, and which religious order
elected Social Security coverage before
December 29, 1981, the repeal is effec-
tive with January 1992 based on first
eligibility or death in that month or
later.

[47 FR 30734, July 15, 1982, as amended at 48
FR 46142, Oct. 11, 1983; 51 FR 4482, Feb. 5, 1986;
52 FR 47916, Dec. 17, 1987]

§404.213 Computation where you are
eligible for a pension based on your
noncovered employment.

(@) When applicable. Except as pro-
vided in paragraph (d) of this section,
we will modify the formula prescribed
in §404.212 and in appendix Il of this
subpart in the following situations:

(1) You become eligible for old-age
insurance benefits after 1985; or

(2) You become eligible for disability
insurance benefits after 1985; and

(3) For the same months after 1985
that you are entitled to old-age or dis-
ability benefits, you are also entitled
to a monthly pension(s) for which you
first became eligible after 1985 based in
whole or part on your earnings in em-
ployment which was not covered under
Social Security. We consider you to
first become eligible for a monthly
pension in the first month for which
you met all requirements for the pen-
sion except that you were working or
had not yet applied. In determining
whether you are eligible for a pension
before 1986, we consider all applicable
service used by the pension-paying
agency. (Noncovered employment in-
cludes employment outside the United
States which is not covered under the
United States Social Security system.
Pensions from noncovered employment
outside the United States include both
pensions from social insurance systems
that base benefits on earnings but not
on residence or citizenship, and those
from private employers. However, for
benefits payable for months prior to
January 1995, we will not modify the
computation of a totalization benefit
(see 8§8404.1908 and 404.1918) as a result
of your entitlement to another pension



